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1, The group of Bie 
fron a three-month tour of China brought bac's 


who returned 

with then the Lmpression that Communist China is rapiily ewerging from e2o- 

nomic chaos and is makin: progress in its efforts of vconomic selfesufi:it« 

dency. Although the party recognised that full recovany was not yeh accom. 

plished, their »ersonal observation had given them confidence in Shina‘s 

economic rehabilitation, 
ce. she party of iorty memoers wno maae one tour was headea vy Wu Cheung5: nid 9 
ee _ chairman of the Nong Kong Fukienese Chamber of Commerce, with LOK Yingelkuwei,++ 

official representative of the long “ong Chinese Chanber of Commerce, ani 

CHAT Xin-Lany# chadraani of the Nong Jong Veavers! Aeaociation, as demrtios. 
gefore their departure, in ~aY, Some members o1 tne group were scepiical. 
others curious, but all were eager to see for theuselves what lay behindé the 
"bamboo curtain.’ Their object was first to undertake a firsthand investugation 
of economic conditions in Communist China and second to seek means of reviving 
lIong “Nong's commercial and industrial market by coordinating trade relat.ons 
with the mainland. Their itinerary included thirteen leading cities such as 
Hankow, Shanghai, Tientsin, Peiping, and in the Jortheast, Sukden, Changuhan, 
Harbin, Penchih, Fushun, Anshan, Dairen, and Port Arthur. 
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3- The first impression felt by the group was that the further north they wont, 
the greater was the extent of economic prosperity, From Canton to fort Urbhur, 
conditions appeared progressively better. They attriouted this develorm nt 
to that fact that the Northeast has had the longest time to carry out re.ord 
and get itself on its feet. In three years, they felt it had become a yoritable 
modern utopia, with, as CHAN Kunelan stated, "no beyvars, no unemployei, and 
no prostitutes," 


4, The agrarian reform carried out by the Peiping governnent appeared to the -in- 
vestigation party a step in the right direction, in that it creates an i-cen~ 


tive for the farmers, as owners y to put their best efforts into improvin: pro- 
duction. Land reform, followed hy governnent guidance in organising mu-ual 


CONFIDENTIAL st 


| CLASSIFICATION 
A | XX} NSRB 
a 


“O5X1A. 


FBI 


= 


fee 


This document is hereby regraced to 


CONFIDENTIAL in accordance with the Document to: 23 
letter of 16 October 1973 from the | No Gkanes fn 5 e 
Director of Central Intelligence to the Delors o 

Archivist of the United States. | Glazs. C2: : 

Next Review Date: 2008 Act: EG $2.2 


Approved For Release 2004/11/26 | BateRDPstsdn57R006 20645006 


ea 


de 


Approved For Release 2001/11/26 : CIA-RDP82-00457R006200180008-0 


CLNTTAL INTSLLIGI'Cn ACTUCY : | 25X1A 


S42) se? 


aid and cooperative societies, instruction in better oroduction nethads, and 
improvenent of tarn implements, has resulted in increased acricultural yields 
ia the “Northeast and improved living conditions among the peasants . 


fhe party vas taken to visit a small villave avout ten miles from 'arbin where 
acrarian reform has been effective since 19h7. Each of the 887 inhabitants 

of the village had received half a hsiangiars of land, and the villere had cnl~ 
tivated altogether 458 heiang of farmland, had reclaimed 52 hsiang of waste~ 
land, and was reclaining an additional 53 hsianz in 1950. Durins the four cold 
montis when no farm work could be done, the villagers devoted theuselves ta 
olacr industries. ‘shen inspected, the village appeared prosperous, all the 


_ 


people were neatily dressed, houses were clean and in good repair, all houses 
i £ # & s 


per 


electric lights, and radios were not uncommon. Primary schools were func- 
tionins for children and supplementary night classes for adults. Taxation it 
was pointed out to the visitors, was only 2,300,000 tons of grain in 199, in 
contrast to eight million tons under the Japanese occupation. 


che extent to which the conditions of farmers have improved was gauged by Lhe 


2,400,000 rolls in 1950, the estimated consumption for the year is 9,000. O00, 


Thsir trin convinced the visitors that, contrary to general report, Communist 
policy has not eliminated the capitalist class. Capitalists still have 2 place; 
although all large and important industries and enterprises are under etote 
oxmership or government control, private business is encouraged to develop 
varallel to state industry. loreover, the amount of Chinese private capital in 
vestment is calculated to have incréased from 0.2 percent during the Japanese 
occupation in 1945 te 12.5 percent of total investment in 199, Privale enter. 
rises include such categories as textile manufacturing and dyeing, rubber manu 
facturing, flour willing, canning, and manufacture of office equipment and 
statLlonery « 


In the Uortheast, 35 percent of production is industrial, and the percentage is 
axnected to increase to h3 in 1950. fn Shanghai, although all industries suf- 
fered great difficulties immediately after the Communist occupation, from tax 
ation, victory bonds, and the Uationalist Dlockade, the situation in spring 
1956 had improved. In the textile industry, for example, production had in- 
creased from April to dune 0 percent for cotton yarn and 50 percent for cotton 
Mece yoods, and consunmtion in these two fields had erown Wy and 90 percent. 
respectively. ‘he ving On Textile (4.11 had had to add four night shifts a weelc, 


Coast 


ho lemionesray valstiens ape yeryp clade with an atesnaheya n@ emtunt pademekonda 
img and cooperation. At the veiyang Cotton "4.12 in Tientsin, for example, the 
manazenent set aside 1.5 percent of the net profit for a Labor Velfoere Pind and 
provided creches, clinics, and nisht schools for the workers. Such meacures 

have so favorably impressed the workers that within a year the mill production 
snereased nearly 50 percent, and the workers themselves have organized contests 
{Oo Climinate waste of rav material, 


Goverment aid ard encouragement have helned to put some industrial and comer 
cial enterprises on their feet. To help solve problems of supply and marketing, 
tue government sometimes increases working hours, places orders, offers “Loans, 
ar acts as agent to buy and sell commodities, and it aids factories to establish 
cognersative offiees for sales or rarchases to eliminate paying middlemen. ‘hres 
factories cited as exanples are the Yung Li Tadustrial Chemical works ab tangku, 
the Tast Asia Gunoy Dag Factory in Tiertsin, and Lhe Jen Li Rug Factory >on 
Tientsin. The Yune Li firm, with some three thousand workers, producing caustic 
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soda, sulphuric acid, and refined salt, was about to collapse, when the gzovern- 
ment ordered it to use up its raw material stocks and continue operation; 

al the same time, the government bought up the major portion of its products. 
The gunny bag factory, unable to reopen after the Communist take-over, was 
given government assistance in utilizing Chinese jute and received a government 
order for 7,602,000 gunny bags. The government bou:ht up a large stock of rugs 
from the Jen Li plant and suggested substituting wool from Northwest China for 
the Australian product previously used, 


Six members of the inspection group were asked to participate in the National. 
Taport and Export Trade Conference held in Peiping on 13 July. They observed 
that questions of government and private trade relations foreign trade, and, 
contracts were worked out in an atmosphere of frankness, that everything was 


piven adequate consideration, and that the greatest accomplishment was demarca~ 


tion of the scope of activities and promotion of closer cooperation between 
publicly and privately operated enterprises. 


In the commercial field, the investigators saw improvenents everywhere, They 
ooserved the city streets in the Northeast filled with stores and shops and 

the large privately-owned department stores in Harbin, Dairen, and Mukden. ‘They 
were told that more than five hundred industrial and commercial firms had ap- 
peared during 1949 in the Northeastern cities. In Shanghai also, the ‘‘ing On, 
“incere, Sun Sun, Sun, China nporium, and Lei wah department stores had stown 

a 120 percent increase during 1950, In Canton, even between the beginning of 
the tour in ay and its conclusion in August, many shops and stores had mace 
renovations and Chinese merchants who had fled to Hong Kong were returning to 
reopen their businesses. 


The visitors felt, that the stabilization of currency and of comiodity prices 

wes one of the most outstanding achievements of the Communist reime. They 
aiso were informed that the national revenue conference had readjusted taxes 

ard simplified and reduced the number and kind during the sumer of 195C, Since 
the first issue of victory bonds had proved imwelcome, the sovernment hed decided 
to withhold a second issue for the tine. 


Secial welfare developments were especially noticeable in the Northeast. Mae 
ternity hospitals and creches with free service are provided, and working mothers 
receive ample childbirth leave. Prison imates are well treated, are not in 
prison garb, are well fed, and work in accoriunee with their abilities. Prison 
programs include two hours of reading and discussion daily. Prison officials are 
wiarmed, and no distinction in treatwent is made between Chinese and Soviet 
Prisoners, Pickpockets have been rounded up and are being taught new trades in 
reformatories . 


In general, the visitors found living conditions rood as result of stabilixed 
prices, especially in the Northeast. Commodities anneared cheap in all parts 
oi the country, and it was specifically noted that butter and milk were cheaper 
ard’ of better quality in Changchun and Harbin than in Hong “ong. The grant 
demand for technical personnel in the ‘fortheast has relieved unemploynert 

in obher areas as workers migrate to new jobs in Vlanchuria. 

The party found Peiping authorities willin- to cooperate in working out new 
hendling for Nong Kong trade with the mainland. The delegation stressec. the im= 
portance to Hong Kong of trade with China and begged for a reduction of import 
duties on foods from long Kong, which, they pointed out, were mainly produced 
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by Chinese Labor and financed by Shinese capital. The government agreed in 
nrinciple to the dele -ation's views and sugested tist Yong Kong formulate 


conerete proposals and suoimit them to the South Snina Trade Bureau for con= 
sideration. 


17. %In line with the reactions af this inspection group *scrs with regard to the 
Communists, the susinessnen of Tong Kon; in Late September were slowing 
greater sympathy with Peiping and decreasing support for the Mationalists. 
Typical of their attitude is the fact that in Sepbtenber when ‘ong Kong Chinese 
fsrrei a comeittce to prepare for the celebration of 1 October as the Chinese 
Sormmumnist anniversary, the comaittee included lawyers, merchants, and woll-to- 
do businessmen, and the Chinese Charber of Cormerce and the Tony non Chinese 
“arufacturers Union joined it as a body, 


ao % . Shese names were received without characters and are 
an in Cantonese rovanization only. 
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rer A hsianz equals 15 mou, or about two and a half acres; 
each person bnerefore received one and one-fourth acres. 
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Hee Wo basis of calculation was civen for any figures, and 
all such stbateuents must be considered as general rather than statistic= 
ally accurate, 
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